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190 Book Reviewsthe approach can be extended to tier 2 and tier 3 cities, as
most of the future migration is likely to be to these cities
and they may face similar situations as faced by the cities
selected in this book.
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Economics has retained centre stage status among the
social sciences and from time to time, economic uncer-
tainty has crept out of textbook economics (as at present,
given the economic misadventures of the recent past) and
demanded the attention of many, including the common
man, the political manager, the financial sector and econ-
omists. John Maynard Keynes’s postulation in the mid-
thirties, of ‘animal spirits’ as a possible spur to motiva-
tion, changed the way economics looks at issues; at the
same time economic theory lost forever the veneer of being
‘one of these pretty, polite techniques’ (Keynes, 1937).
From the mid-thirties of the last century, when Keynes
wrote about this loss of sheen and recorded the after effects
of the Great Depression, the need to understand the broad
swathes as well as the nitty-gritty of economic issues has
come into sharp focus. New methods of intervention in
economies were tried; some were selected for imple-
mentation, a few were tested and those declining in
response sensitivity were discarded. Economic policy came
to be recognised as an imperative for governments. The
resultant growth of economies, of business entrepreneurship
and business firms producing outputs using product tech-
nology and service facilities that endorsed progressively
increasing resource combinatorial competence, can be read
as testimony to the success of macroeconomic policies
(despite the flip side of occasional depressions and
recessions).
Notwithstanding the turn of the century events such as
the capsizing of the Asian economies and the later debacles
of the Latin American economies, larger and larger numbers
of people are eager to comprehend, or at least be informed
about such events and their plausible causes. It has helped
that over the last few decades, the transmission of infor-
mation related to such issues has increased significantly. Itdoes not come as a surprise, then, that V-shaped or W-sha-
ped recoveries populate reading material not emanating
from academic centres alone.
Macroeconomic Policy Environment is to be read for its
domain coverage of macroeconomics, and to understand
the dynamics that shape events as they emerge in the
economic landscape.
In the present day, globalisation has brought distinct
economies into operational closeness. If this has its plus
points, it also provides linkages for economic contagion to
spread faster. The Asian Crisis referred to earlier came to
include a large number of economies, and it was not neces-
sarily because all the affected nations had similar macro
economies that caught the flu and then broke down in
a domino effect. These economies had their individual
differences, and that is the reason why knowledge of indi-
vidual economies requires to be sought. Economy specific
macroeconomic variables record movements in tune with
their respective policy environments while absence of isola-
tion from inter-economy relationships provides linkage
effects that both transmit and receive economy related
effects. The dynamics of macroeconomic scenarios conse-
quently becomes complex. An appreciation of these dynamics
is obligatory for the student or the manager who seeks func-
tional engagement. The book under review augments this
learning.
The analytical format of the book introduces macroeco-
nomic variables that populate this world, and extends to
explaining themanner in which these variables work out in an
economy. Macroeconomic variables do not work at random;
they are the result of macroeconomic policies designed to
meet themacroeconomic objectives of an economye such as
‘sustained growth in output’ and ‘stability in general price
level’. The macroeconomic objectives are realised by the
application of the main macroeconomic policy tools of fiscal
policy and monetary policy. While the former focuses on
governmental expenditure activities and taxes, the latter is
concerned with money supplies in the economy. These two
policy tools impact the variables of aggregate demand, pri-
ces, interest rates, tax rates, and exchange rates in the
economy and that in turn shapes the business environment of
the economy.
A practising manager needs to recognise the parameters
characterising the prevailing business environment in an
economy in order to plan unit level interactions with the
environment. The text adopts this model to explain the
working of a representative macro economy to the reader.
In sync with being an analytical guide, the text uses a step-
wise pattern, wherein concepts are brought in and devel-
oped thereafter with support notes on how the concepts
work when put into practice. It is necessary for a practi-
tioner, for instance, to recognise differences between real
gross domestic product and its nominal value. It is similarly
necessary to recognise the internal construct of money
supply to assess the impact of monetary policy on the
macro economy. This approach has been put to use when
routing through the two main segments, namely, the first
segment, wherein the background of the constituent vari-
ables of macroeconomics is introduced, and the second
segment where macroeconomic policy measures including
fiscal and monetary policies are discussed. An end of text
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tive content being the Indian economic instance.
This book is to be read as an operating manual. In this
function it serves the reader well. Writing on the economic
depression that afflicted the world in 2008, Paul Krugman
said, ‘one temptation that often afflicts writers on
economics, especially when the subject is so grave, is the
tendency to become excessively dignified’ (Krugman, 2008,
p. 7). Krugman avoids being so in his text. Macroeconomic
Policy Environment does not make this mistake either.
Theories in macroeconomics work as milestones that
serve as guidelines. These guidelines are important for they
constitute a road map. A reader familiar with the road map
recognises the input values of these guidelines in policy
making. A text available for the purpose fills a required
need, for without it the uninitiated reader could find the
road too demanding. The guidelines become clearer as one
travels down the road. There is, however, one guideline
that requires to be kept in mind by the reader. It is that of
the Black Swan Event which once in a while comes in with
zero warning and turns many settled formats topsy-turvy,be it in theory or in practice (Taleb, 2008). Macroeconomics
does not claim that it can provide a forewarning for such
and other events.
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